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INDEPENDENT AUDITORS REPORT

To the Stockholder of

BOC International USA Inc

We have audited the accompanying statement of financial condition of BOC
International USA Inc the Company as of December 31 2008 This financial

statement is the responsibility of the Companys management Our responsibility is to

express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted

in the United States of America Those standards require that we plan and perform the

audit to obtain reasonable assurance about whether the financial statement is free of

material misstatement An audit includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements An audit also includes assessing

the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents

fairly in all material respects the financial position of BOC International USA Inc as

of December 31 2008 in conformity with accounting principles generally accepted in the

United States of America

New York New York

February 11 2009



BOC INTERNATIONAL USA
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash and cash equivalents 1110195

Security deposit 126474

Commissions receivable 117861

Due from broker 115713

Property and equipment net Accumulated depreciation $9 1117 111082

Other assets 25213

TOTAL ASSETS 1606.538

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accrued expenses and other liabilities 277754

TOTAL LIABILITIES 277754

Stockholders Equity

Common stock $1 par value 100 shares authorized

issued and outstanding 100

Additional paid-in capital 4999900

Deficit accumulated during the development stage 1946685

Accumulated deficit 1724531

TOTAL STOCKHOLDERS EQUITY 1328784

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 1.606538

The accompanying notes are an integral part of this financial statement



BOC INTERNATIONAL USA INC

NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31 2008

NOTE ORGANIZATION AND OPERATIONS

BOC International USA Inc the Company was incorporated

in Delaware on April 13 2004 The Company is wholly-owned

subsidiary of Bank of China International Holdings Limited the

Parent U.K based company The Company is registered as broker-

dealer with the Securities and Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority Inc FIINRA
The Company which began operations on September 15 2006 acts as

broker specializing in the Hong Kong and China securities markets for

institutional clients

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of the financial statements in conformity with

accounting principles generally accepted in the United States of America

requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements and the reported

amounts of revenue and expenses during the reported period Actual

results may differ from those estimates

For purposes of the statement of cash flows the Company

considers all highly liquid
investments with maturity of three months or

less when purchased to be cash equivalents

Property and equipment is stated at cost less accumulated

depreciation The Company provides for depreciation as follows

Estimated Principal

Asset Useful Life Method

Electronic equipment years Straight-line

Computer software years Straight-line

Furniture and fixtures years Straight-line

Leasehold improvements Lease term Straight-line

Fair value measurement definition and hierarchy On January 2008

the Company adopted Statement of Financial Accounting Standards No

157 Fair Value Measurements SFAS No 157 SFAS No 157 defines

fair value as the price that would be received to sell an asset or paid to

transfer liability i.e the exit price in an orderly transaction between

market participants at the measurement date SFAS No 157 establishes

classification hierarchy for inputs used in measuring fair value that

maximizes the use of observable inputs and minimizes the use of

unobservable inputs by requiring that the observable inputs be used when

available Observable inputs are those that market participants would use



BOC USA
NOTES TO STATEMENT

FOR THE YEAR ENDED DECEMBER 31 2008

continued

NOTE SUMMARY OF SIGNIFICANT ACCOUNT POLICIES

continued

in pricing the asset or liability based on market data obtained from sources

independent of the Company Unobservable inputs are those that reflect

the Companys assumptions about the inputs market participants would

use in pricing the asset or liability based on the best information available

in the circumstances The classification hierarchy is broken down into

three levels

Level Fair value measurements based on quoted prices in

active markets for identical assets or liabilities that the Company has

access to and are not adjusted Since measurements are based solely on

quoted prices that are readily and regularly available in an active market

valuation of Level instruments does not entail significant degree of

judgment by the Company

Level Fair value measurements based on inputs that are

observable both directly and indirectly for instruments in markets that are

not active including those that are thinly traded or have restrictions on

their resale Level inputs include quoted prices for similar assets and

liabilities that are in active markets as if conversions for constrained

instruments discounts for trading volume constraints and others such as

interest rates and yield curves that are obtainable at common intervals

Level Fair value measurements based on valuation tecimiques

that use significant inputs that are unobservable Unobservable Level

inputs include commonly used pricing models the Companys internally

developed data and assumptions for valuation methodology and other

information used by the Company to assist in exercising judgment for

instruments that fall into this level

The availability of observable inputs can vary from instrument to

instrument and is affected by wide variety of factors This includes the

type of instrument whether the instrument is new and not yet established

in the marketplace and other characteristics particular to the transaction

To the extent that valuation is based on models or inputs that are less

observable or unobservable in the market the determination of fair value

requires more judgment Accordingly the degree of judgment exercised

by the Company in determining fair value is greatest for instruments

categorized in Level In certain cases the inputs used to measure fair

value may fall into different levels of the fair value hierarchy In such

cases the instrument is reported in the lowest level that has significant

input



BOC INTERNATIONAL USA INC

NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 312008

continued

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

Even when inputs are not observable the Companys own assumptions

and methodologies are established to reflect those that market participants

would use in pricing the asset or liability at the measurement date In

addition during periods of market dislocation the observability of inputs

may be reduced for many instruments This condition could cause an

instrument to be reclassified to lower level within the fair value

hierarchy

FIN 48 On July 13 2006 the FASB released FASB Interpretation No 48

Accounting for Uncertainty in Income Taxes FIN 48 FIN 48

provides guidance for how uncertain tax positions should be recognized

measured presented and disclosed in the financial statements FIN 48

requires the evaluation of tax positions taken or expected to be taken in the

course of preparing the Companys tax returns to determine whether the

tax positions are more-likely-than-not of being sustained by the

applicable tax authority Tax positions not deemed to meet the more-

likely-than-not threshold would be recorded as tax benefit or expense in

the current year Pursuant to FASB Staff Position No FIN 48-3 the

adoption of FIN 48 for nonpublic entities was deferred to fiscal years

beginning after December 15 2008 and is to be applied to all open tax

years as of the effective date At this time management is evaluating the

implications of FIN 48 and its impact in the financial statements has not

yet been determined As of December 31 2008 the Company does not

believe the adoption of FIN 48 will impact the amounts reported in the

financial statements

NOTE INCOME TAXES

The Company complies with Statement of Financial Accounting

Standards No 109 Accounting for Income Taxes which requires an

asset and liability approach to financial accounting and reporting for

income taxes Deferred income tax assets and liabilities are computed for

differences between the financial statement and tax basis of assets and

liabilities that will result in taxable or deductible amounts in the future

based on the enacted tax laws and rates applicable to the periods in which

the differences are expected to affect taxable income Valuation

allowances are established when necessary to reduce the deferred income

tax assets to the amount expected to be realized



BOC INTERNATIONAL USA INC
NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31 2008

continued

NOTE NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange

Commission Uniform Net Capital Rule SEC rule 15c3-1 which requires

the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15

to At December 31 2008 the Company had net capital as defined of

$948154 which was $848154 in excess of its required net capital of

$100000

NOTE DEVELOPMENT STAGE DEFICIT

The Company was in the development stage from inception

through December 31 2006 During 2007 the Company emerged out of

the development stage and became an operating entity The deficit

accumulated during the development stage is included as separate

component of Stockholders equity

NOTE PROPERTY AND EQUIPMENT

At December 2008 property and equipment consisted of the

following

Electronic equipment 31426

Computer software 7265

Furniture and fixtures 43958

Leasehold improvements 119550

202199

Less accumulated depreciation 91117

$111082

For the year ended December 2008 depreciation expense was

$45705



BOC USA
NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 312008

continued

NOTE DEFERRED INCOME TAXES

The Company has combined deferred federal state and city

deferred income tax asset of approximately $1482000 at December 31

2008 related to the current year net loss and to net operating loss carry

forwards valuation allowance has been established offsetting the

$1482000 as the ultimate realization of these benefits is uncertain Th

Company had net operating loss carry forwards of approximately

$2240000 as of December 31 2008 which begin to expire in 2026

The valuation allowance increased by approximately $215000 for

the year ended December 2008

NOTE OFF-BALANCE SHEET RISK

Pursuant to clearance agreement the Company introduces all of

its foreign ADRs and GDRs securities transactions to its clearing broker

on fully disclosed basis All of the customers money balances and long

and short security positions are carried on the books of the clearing broker

In accordance with the clearance agreement the Company indemnifies the

clearing broker for losses if any which the clearing broker may sustain

from carrying securities transactions introduced by the Company In

accordance with industry practice and regulatory requirements the

Company and the clearing broker monitor collateral on the customers

accounts In addition the receivable from the clearing broker is pursuant

to this clearance agreement and includes clearing deposit of $100000

The companys business involves brokering customer securities

transactions in Asian markets Such transactions are conducted on

RVP/DVP basis and are settled through the Companys affiliates To the

extent the Companys customer fails to satisfy its obligations the

Company may be required to purchase or sell financial instruments at

prevailing market prices in order to fulfill the contra-partys obligations



BOC INTERNATIONAL USA
NOTES TO FINANCIAL STATEMENT

FOR THE YEAR ENDED DECEMBER 31 2008

continued

NOTE SIGNIFICANT GROUP CONCENTRATION OF RISK

In the normal course of its business the Company enters into

financial transactions where the risk of potential loss due to changes in the

market market risk or failures of the other parties to the transaction to

perform counterparty risk exceeds the amounts recorded for the

transaction

The Companys policy is to continuously monitor its exposure to

the market and counterparty risk through the use of variety of financial

position and credit exposure reporting and control procedures In addition

the Company has policy of reviewing the customers and/or other

counterparties with which it conducts business

As of December 31 2008 there were no customer accounts having

debit balances which presented any risks nor was there any exposure with

any other transaction conducted with any other broker

NOTE 10 DEFINED CONTRIBUTION PLAN

Employees of the Company are eligible to participate in defined

contribution 401K plan the Plan upon meeting certain eligibility

requirements The Company contributes to the Plan the lesser of 10% of

compensation or $15500 per employee For the year ended December

2008 the Company contributed approximately $52000 on behalf of

employees

NOTE 11 RELATED PARTY TRANSACTIONS

The Company maintains money market account with the Bank of

China-New York Branch related party As of December 31 2008 the

balance in this account was $3561 and is included in cash and cash

equivalents on the statement of financial condition

The Company utilizes the clearing brokerage services of BOCI

Securities Limited BOCI related party Clearing fees with BOCI
which amounted to $221859 for the year ended December 31 2008 are

categorized as commission expense in the statement of operations In

addition the Company has net commission receivable from BOCI of

$117861



BOC INTERNATIONAL USA INC

NOTES TO FINANCIAL STATEMENT
FOR THE YEAR ENDED DECEMBER 31 2008

continued

NOTE 12 OPERATING LEASES

In December 2006 the Company moved to new office space and

entered into lease agreement that expires in December 2011 Rent

expense for the year ended December 31 2008 was $100253 Future

minimum lease payments at December 31 2008 are approximately as

follows

Year ending December 31

2009 124000

2010 124000

2011 124000

372000

NOTE 13 COMMITMENTS AND CONTINGENCIES

In accordance with the Companys operating lease agreement for

office space the Company is required to maintain $116547 letter of

credit the Letter of Credit which is secured by restricted collateral

account maintained with JP Morgan Chase Bank N.A This restricted

collateral account totaled $126474 as of December 31 2008 although

only $116547 is restricted and is under the sole dominion and control of

JP Morgan Chase Bank N.A The Company is obligated under Cash

Collateral Agreement to maintain at all times an amount in the restricted

collateral account equal to at least one hundred percent of the maximum

amount then available to be drawn under the Letter of Credit so long as

the Letter of Credit remains outstanding as the security deposit


